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On Oct. 1, the Central Bank announced a 16% currency devaluation. The dollar exchange rate
changed from 461 to 530 cruzeiros in the course of the business day. According to government
spokespersons, the objective of the devaluation was to reestablish an "acceptable" level of foreign
reserves, set at about $8 billion. Local newspapers pointed out that the cruzeiro was devalued
by 35.25% in the parallel exchange market during September, while consumer price inflation
for the month was less than 15%. Some economists say the devaluation will increase consumer
price inflation to about 19% in October, and 21% in November. The main immediate effect of the
devaluation is an increase in fuel prices, as Brazil imports half of all crude consumed domestically.
(Basic data from Agence France-Presse, 10/01/91; Xinhua, 10/02/91)
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